5",
e coot

N

- of 1954, -- N

_as purse yinnings with the remaindor exvended for o

R A

’ . e

" *Dear héplicant: L f.

Wo hava r-onoidered your application For recu;nition of axmptim from byl
Federal income tax undar mtion 501(»;(7) of the Intexml R.vanue (bde v
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The inf.omtim aul:nit\.ed discwalzs ‘that you wera orqanimd undar bylam T
on NG . . ' : O
Your stated purposes are' the provision of facilities where. d:ag racing® . g1 b
events can occur twico » mthly throughout the summer months to the end of-- Pty
September. You also pl-v., ‘rect and supervise the conduct of these - L
hiweexly race svents wh . only prersquisite to p:rticipation ia an.
interest in the wport n- ! “acimg. ] tb other -events are conducted by -
your organization. 3 AN , .
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Your oxganizatim ha..s Ao fcm'ml duas paying members‘;ip. X ‘hile ym at.ata
that meabership in .your organization is'open ‘to anyone interestod iu the
sport of drag racing you have no special cladses of membership nor'
specific rights, raspcnsxbilities or requirement to'pay dues. l'breovar, .
your bylaws state that anyone wWho supports, aisists or volunteers his

. labor at the race track is considered a méabar in good standing. Your:: 1, '

bylaws indicatz that anyone present at the annial Pecember maeting -hall 3 .
be permitted to vote for cardlidates for asmhe:ahip on your govam*ng S
council without respect for any other factors., - ‘ ."
Public attendance at race events is actively aolicited by distrimtlon of - .
£lyeras to progspective raco car drivers and reporting to the news media L
your schedules of race events and their a.ltccms for public hrmdcnst
and/or publication. : ‘ in
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entry foes. rpg:oxi.mately tWo-thirds of your gross recolpts is paid out
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Section 501(c}(7?} of the Code g¢xempts from Federal incoma tax clubs
‘organized and operated excluuively for pleasure, recreation, and other
nonprofitable purposes, no pact of ‘tha net earnings of which inures to -
the benefit of any private sharelwlder. In general, exemption from = -
Faderal incoms tax wder this section encogpasses social and recreational
clubs which are supported:sololy by membership fees, dues and assessments.

Section 1.50L(c){7)-1({b) of the Incomd Tax Fnjulations provides, in part,
that a club which engages in business, such as making its social ad -

recreatimal facilities ‘available to the general public, is not organim:l

and operated exclusively for pleasirs,’recreation,:and othar -:.;‘; o
nonprofitable purpozes, and is nut exenpt from Jsderal incone tax. un:!er
section 501(a) of the Gode. 'he solicitation oy public patroniage of :
a"tivltie.), by advartising or otherwlse, iz priais £acie evidence that the
club is engajad in business and is not baing oper.nted exchmivaly for
pleasura, recreation or social pucpmes .
Ravenua Raling 56—475, 1956-2, C.B. 308 cmciu:lsd that an organization
formad to pramote interast in stk car races is not exempt if it
eonducts races aryd part of the proceec]s fron public admissions is

distributed to membder participants. This rultng supported its tin]iﬁ; on

the basig that distributions of monies to members who elther won or )
placed in race events constituted inurement %0 webers; and that this
runs ‘ atracy to the description provided in section 501(e)(7) of clubs
orgonizxd and opsratod exclusivaly for pleasure, recr aation and other
nonprofitabla purposes.

Raveruwe Ruling 66-149, C.B. 1966-1, pxge 147 states, in part: “he
statute contesplates that clubs falling within the ambit of section
501(c)(7) of the Code are designed primrily to provide for tae pleasure
and recreation of membaors. e activities may be supported by fuxds
obtainel from members, such as dues, assesawent and payment for the use
of club farcilities. Hwevor, to the extent that income ia derived from
nonnamber sources, it inures to tne benefit of tha members. I auch
activities are other than incidental, trivial, or nonrecurrent, it.is
considered that they are intended to produce lncome and arce reflective of
a purpose inconsistent with exwaption wder saction 501(c) (7) of the
Codz.

Etfectiva for taxable yeirs hegianing after October 20, 1975, P.L. 94-563
amends the reguirenants for tax exemption for social ¢luba and similar

orgunizations. Oae of tns changas 1s that "substantially all” of such.an -

organization's activitiss munt Do for pleasure, recreation, and other
nonprofitable purposes. ‘his change, from the previous "axclusively”,
parmits an organization to carn inccme from normember eources to a
limited extent and to have a limited amount of' irvestment *waua 'both
types of income being subject to tax) without losing its gmeml

exemption from Federal incom: tax. An-exempt sooial club is permitted to -

racaive up to 35 parcent of its gross receipts fiom a comdination of
investment income and recoipts fron nonmenbars so long as “he lattar do’
not represent more than 1S percent of total receigrt s.
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Your gendist 1£ mcu car evenrs where attendance or participation in
vagetition 1s by senoers of the public for a feo 13 evidence st yoa
are angaged in a businass wmilén is simjlar to that coducted by -
for—xofit race car and track orjaniutima Horeovar, the level of yous
gros: receipts recelved from nunmemiers far exceads the limit designatal

in public Law 94~568. And finally, you are smilar to the orjanization - v

desceriixad ia Ravenae Raling 534735 in that payments of purse monies
ragults in isasent to those individuvals participating in race car
surreitions. . ' .

Accordingly we nold that you are not wGtitlad to racoznition of exemp!:im
from Fajeral inoone tax under section 501(:!)(7) of the Internal Revers |
Codz.  You are roquired to file Federal inooae tax returns on Forn 1120
£or each yuar you nave bsen in exiastence.

Wle ara st ruling on your quixlifications for oxerption urddar any related
paragrazn of Internil Revenue (le 50L(c)

If you accept our £indings, you do not need to take further action.

1f you 4o not accept our fimdings, we recovwymd that you rocqueat o
conference with the Offlce of Reglonal Divector of App2ils. ur rexpuest
for a eomferaeace shiould incluie a written appeal yiving the facts, o,
ant 1y other information to suTort your position as explained in tiw
enclosed Publication 832, You will then ba contacted to arrange a dato
for 1 conleroncn.  The confarence 2ay ba held at our Regional offics or,
1£ you request, at any mtmllg convanient District; office.

If we do pot hear from ,pu within 30 days ixoa tm date of tnis letter,
this ruling will beomse £inaly If yoi have any qusstions, please cogtact
the nerson whvss nan: anl telsphons mimbar are shivem apovs.

Sincerely yours,

District fdrector
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